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REPORT 


(To accompany H. R. 596] 
Pie Committee on the Judiciary, to which was referred the bill 
(H. R. 596) for the relief of the Alaska Juneau Gold Mining Co., of 
Juneau, Alaska, having considered the same, reports favorably thereon 
without amendment and recommends that the bill do pass. 


PURPOSE 


The purpose of the proposed legislation is to provide for payment 
of the sum of $80,000 to the Alaska Juneau Gold Mining Co., a cor- 
poration, of Juneau, Alaska, in full settlement of all claims against 
the United States for crushed rock, building materials, and services 
furnished the United States for use in urgently needed defense proj- 
ects, including construction of the subport of embarkation and land- 
ing fields at Juneau, Alaska, during the period from June 1, 1942, to 
February 1, 1944. 

STATEMENT 

The Alaska Juneau Gold Mining Co. is a corporation organized 
under the laws of West Virginia, which operated a large gold mine 
situated in the immediate vicinity of Juneau, Alaska, with vast under- 
ground workings of low-grade ore. Claimant has a large mill situ- 
ated within the city of Juneau with a crushing and milling capacity 
of approximately 14,000 tons of ore per day. The mine and mill were 
operated continuously from 1915 until April of 1944, when claimant 
was forced to close the mine and mill due to conditions brought about 
by the war, and at certain times the operation of the mine and mill 
accounted for as much as 20 percent of the total industrial payrell in 


Alaska. 
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In the course of its mining and milling operations claimant produced 
large quantities of waste rock. Much of this surplus rock was disposed 
of by the company by dumping it in the tidewaters of Gastineau 
Channel, upon the shore of which is located the city of Juneau; in 
addition, substantial quantities of this rock ware taken and used by 
the city of Juneau in the construction of breakwaters, bridge 
approaches, flood-control walls, and streets, and as consideration for 
this taking by the city the claimant was granted substantial tax 
exemptions. Furthermore, it appears that ‘oceasionallly this waste 
rock was taken by private users, who sometimes paid 25 cents a ton 
for the rock to cover the cost of delivery. 

In July of 1942, at the most critical stage of the war as it affected 
Alaska, the War Department signified to ¢ Jaimant that large quantities 
of its waste rock would be required in the urgently neec led construc- 
tion of a subport of embarkation at Juneau and related projects. 
To <auae ard this re quire ment the Corps of Engineers hastily issued 
field order No. D-13-5 establishing a priority for 500,000 cubic 
yards of waste rock to be taken directly from claimant’s mine and mill. 
During the construction period from July 2, 1942, to February 1, 
1944, the Government took 321,538 cubic yards of rock from claimant’s 
mine hoppers, which was the fastest and most convenient method 
for the Government to receive this ro¢k. The company asserts that 
this method could be utilized only when the mine and mill were kept in 
operation. 

The negotiations between the company and the representatives of 
the War Department relative to the taking of the waste rock were 
hastily concluded, and no terms for reimbursement were determined. 
Indeed, the question as to whether any payment was to be made for 
the rock has been the principal point of controversy between the 
company and the War Department. The company’s claim for pay- 
ment was denied administratively by the War Department on the 
ground that there was no promise to pay for the rock. The company 
conceded that there was no express promise to pay, but relies primarily 
upon an equitable right to reambursement for the fair and reasonable 
cost value of the rock delivered to the Government. 

In October 1942 the War Production Board issued Limitation Order 
L-208 which closed down nonessential gold mines. The claimant 
company was exempted from this order principally because 
The company was preparing to process chrome ore in its mill; 
It was furnishing a large volume of coarse rock building ma- 

terial to the War Department; 

3. It was producing some lead; 
4. It was maintaining fuel-oil tanks, and had contracts with the 
Navy in 1942; 
5. It operated a well-equipped machine shop and foundry; and 
6. It was furnishing other materials to the Government at cost 
and also free use of facilities. 

In April 1943 the local labor union claimed its members were frozen 
to their jobs and that they were entitled to an increase in wages of 30 
cents per hour. The management stated that no wage increase could 
be granted because the company was already operating at a loss. 
Furthermore, the wage increases previously given had exceeded the 
Little Steel formula, and the average take-home pay was good. 


9) 
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The wage case went through all the various steps provided by the 
Government and finally in March 1944, about a year after the case 
opened, the regional war labor board’s award of 14 cents per hour 
increase, including retroactive pay, which had been approved by a 
majority of the National Board me mbers, was confirmed by the 
Director of Economic Stabilization. The pay increase was made 
retroactive to April 1943. This award meant 14 cents per hour 
increase in base pay, 21 cents per hour increase for the sixth day 
worked, and 28 cents per hour increase for the seventh consecutive 
day worked. 

Following the confirmation of the increased wage award, the mine 
closed down April 8, 1944, because it had then become much less 
expensive to shut down than to operate on the increased-loss basis. 
Certain services to the community and the military were still con- 
tinued, but general mining and milling operations were stopped. 

Prior to and during most of 1942, the claimant company had oper- 
ated at a profit. However, commence ing in December of 1942 the 
company began operating at a loss, largely « due to insufficient manpower 
by reason of severe competition for manpower instigated substan- 
tially by the war effort. ae company’s financial reports show a loss 
of $111,261.85 for the year 1943, and $263,813.21 for the year 1944. 
As aforementioned, the company found it necessary to close down 
its mine and mill at Juneau in April of 1944. 

The equity inherent in this claim, as disclosed by the foregoing, is 
further borne out by a statement contained in a letter dated Novem- 
ber 3, 1944, from Mr. Robert P. Patterson, then Under Secretary of 
War, to Mr. P. R. Bradley, president of the claimant company, which 
follows: 

I regret that the War Department must adhere to its original decision that 
it is unable to pay this claim, particularly since we feel there is a certain degree 
of equity in your position, and further, because of the valuable cooperation given 
by your company during the period of military construction. In a recent report 
from the deputy commander of the Alaska Department, he has acknowledged 
this cooperation of the Alaska Juneau Gold Mining Co., adding that, in addition 
to furnishing large quantities of unprocessed crushed rock, the use of the foundry 
and machine-shop facilities and the sale of critical materials at fair prices in 
anticipation of shipments from the United States were a tremendous asset and 
contributed greatly to the successful completion of the military construction 
mission in Juneau. 

Nevertheless, the War Department (now Department of the Army) 
has opposed enactment of a preceding bill for the relief of this claim- 
ant, as expressed in a letter dated August 1, 1945, from Henry L. 
Stimson, Secretary of War, to Hon. Dan R. McGehee, chairman, 
Committee on Claims, House of Representatives. This letter, and 
other letters and memoranda pertinent to this claim, are contained 
in House Report No. 30, Eighty-second Congress, first session. The 
Department of Justice also opposed enactment of a similar bill, as 
expressed in a letter dated October 4, 1948, addressed to Hon. Alex- 
ander Wiley, then chairman of this committee, which is appended 
hereto and made a part of this report. Also appended hereto and 
made a part of this report is a statement prepared by Mr. P. R. 
Bradley, which was enclosed with a letter to Hon. Pat McCarran, 
chairman of the committee, under date of June 26, 1951. 

The committee observes, from all of the written and oral evidence 
which has come before it, that the claimant company furnished valu- 
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able materials and valuable and necessary services to the Government 
in a time of great emergency during the war. While this material 
and the services were not furnished under any contract with the Gov- 
ernment by which it undertook to pay for the materials and services, 
still the company appears to have made great financial sacrifice in 
order to be of service to the Government in time of war and, fur- 
thermore, the committee feels that while much of the material was 
being delivered from the company to the Army, and while much of the 
service was being furnished, the company officials were under the 
impression that their costs and the losses they were incurring were 
definitely known, but since the order of the War Labor Board di- 
recting an increase in wages and making it retroactive for 1 vear 
resulted in an actual penalty to the company, the committee feels 
that had the company known at the beginning of 1943 that its costs 
were to be so drastically increased, it would have closed the mine and 
mill during that year, thus subjecting the Government to a much 
greater Increase in the cost to it of the material, services, and facilities 
which it obtained from the company, than the entire amount asked 
under the provisions of this bill. 

The committee is of the opinion, therefore, that the equitable con- 
siderations in favor of the claimant company merit the relief provided 
in the propose . legislation, and recommends favorable consideration 


of the bill, H. . 596. 


DEPARTMENT OF JUSTICE, 
THe ASSISTANT TO THE ATTORNEY GENERAL, 
Washington, October 4, 1948. 
Hon. ALEXANDER WILEY, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. ¢ 

My Dear Senator: This is in re sponse to your request for the views of this 
Department relative to the bill (H. R. 329) for the relief of the Alaska Juneau 
Gold Mining Co., of Juneau, Alaska. The bill passed the House of Representa- 
tives June 8, 1948. 

The bill would provide for payment of the sum of $80,000 to the Alaska Juneau 
Gold Mining Co., a corporation, of Juneau, Alaska, in full settlement of all 
claims against the United States for crushed rock, building materials, and services 
furnished the United States for use in urgently needed defense projects, including 
construction of the subport of embarkation, air landing fields, and so forth, at 
Juneau, Alaska, and in the vicinity during the period from June 1, 1942, to Febru- 
arv 1, 1944. 

From the committee report concerning this legislation (H. Rept. 2072, 80th 


Cong.), it appears that claimant company as a result of its gold mining operations 
produced a large amount of rock waste commonly called mine tailings. It further 


appears that on July 2, 1942, construction of the Juneau subport was begun by 
the Government and during its construction a total amount of 321,538 cubie vards 
of waste rock were drawn from the mine hoppers by the Government for use on 
militarv construction. Whether there existed an agreement between representa- 
tives of the Government and representatives of the claimant company that such 
waste rock would be furnished the Government free of charge is a controverted 
point. According to the company such rock was customarily sold at 25 cents a 
ton and it had had for many vears an agreement with the city of Juneau for the 
sale or delivery of certain crushed rock and tailings to the city for street and other 
construction in return for certain considerations with reference to taxes. The 
company further states that in July 1942, the War Department signified that it 
needed all of the rock the company could furnish, whereupon Government 
engineers issued a written order for 500,000 cubie yards of rock and at the same 
time thus established a priority over others who might want the same material. 
No terms were named in the order and considerations of price to be paid for the 
rock were left wide open. The company further states that the Army engineers 
were in haste and needed to avoid both the time and extra expense of obtaining 
the rock from the stockpiles. They wanted it from the chutes, and this method 
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could be used only when mine and mill were in operation. This version of the 
agreement is controverted by the report of the War Department, which states 
that Government representatives were assured by the manager of the company 
that waste rock from mine hoppers and tipple dump piles would be furnished the 
Government free of charge and that estimates for the proposed port development 
were prepared on that basis. In this connection the War Department states that 
during the past 15 years over 30,000,000 cubic vards of waste rock were produced 
by the company but that there has never been a market for it and it has never 
been considered a salable commodity. Prior to the Government construction 
program the company disposed cf its waste rock by three methods: Dumping on 
tipple piles located on Government-owned tidelands; barging and dumping in 
deep-channel waters; and free at mine hoppers to all takers 

During the construction period July 2, 1942, to February 1, 1944, 55 percent 
of the total waste rock was drawn from the mine hoppers by the Government for 
use on military construction; the remaining 45 percent of waste rock was dumped 
in deep waters at the expense of the mining company. The War Department 
points out that as a result of the Government utilization of 55 percent of the 
waste rock, the mining company was spared the expense of disposing of this large 
amount of waste rock output. In addition to the 321,538 cubic vards drawn 
from the mine hoppers, 331,567 cubic yards of waste rock were dug from tipple 
piles located on Government-owned tidelands 

The War Department states that since the waste rock at the mine hoppers 
was free to all takers it became apparent that a priority on it would have to be 
established, in order to reserve it for high priority construction purposes of the 
Government, to the exclusion of nonessential users Accordingly, it was agreed 
between the resident engineer and the mine manager that an unpriced order and 
priority preference rating would suffice. As a result field order No. D—-13-5 was 
issued on which no price was stated since it had been agreed between the engineer 
and the mine manager that no payment would be made and that none would be 
asked. In this connection the War Department report points out that the mine 
manager had consistently dealt with the Government on large and important 
matters and with the public generally, and was held out as having apparent 
authority to bind his principal in matters affecting local operations. 

Waste rock which required extra crushing was also obtained from the company 
and was paid for on approved purchase orders ranging from 35 to 60 cents per 
cubic vard, depending on the degree of crushing, which prices roughly approximate 
the actual cost of additional crushing operations. A total of 12,006.5 eubie yards 
of fine crushed rock was purchased at a total cost of $5,118.78, or an average of 
$0.426 per cubic yard and the report points out that this pricing method indicates 
that the mining company did not regard unprocessed rock as having any sale 
value. As further evidence that the company did not contemplate charging for 
the waste rock the War Department cites a letter from the company to the Office 
of Economie stabilization, in which it protested a retroactive wage increase author 
ized by the National War Labor Board. In this letter the company stated that 
during the time the Army took delivery of the crushed rock it had not contem- 
plated that at some future time the Government would force it to meet an increase 
of pay of 14 cents per hour to all of its employees. The letter stated that had this 
situation been foreseen, the company certainly would have charged a full fair price 
for the crushed rock delivered to the Government as full compensation to meet 
the situation 

In its report, the War Department admits that claimant company cooperated 
with the Government in the military construction in Juneau and that in addition 
to the waste rock it furnished, it also made available its foundry and machine 
shops. The War Department states that services performed by the foundry and 
machine shops were billed to the Government at figures approximating actual cost, 
and critical materials, such as steel, electrical fittings, and copper wire were sold 
to the Government at fair prices, avoiding delays incident to shipment of supplies 
from the United States at a time when such materials were urgently required for 
the construction of high priority installations 

The report observes that the facts disclose that the Government saved the 
company the expense of disposing of the waste material and evidence and it 
tention on the part ol the “mining company to treat the transaction as one for 
the mutual convenience of the parties rather than as a sale 

In connection with the controverted point of whether payment for the wast« 
rock was agreed upon, attention is called to the fifth paragraph of the company’s 
memorandum, which is incorporated in the committee report, in which it is stated 

\ hat the agence, 


of the Government has promised payment for any of the material, service 


“Tt has not been contended by the company at ar time ft 
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or facilities furnished, except for the change of transmission line and poles 
and towers required in road construction * * *,” 

In reply to the War Department’s statement that the rock furnished had no 
value and was furnished free to all takers, the company in the same memorandum 
states that the War Department is in error in this respect but that under the 
circumstances it is a matter which is beside the point. It appears that the basis 
of the company’s claim is not a promise to pay but the fact that the company 
furnished the crushed rock, services, and facilities at a considerable sacrifice to 
itself and on a certain basis of operating cost which basis was changed by the 
War Labor Board after the company had furnished the crushed rock. The 
company states that it operated at cost prior to the wage raise and if it had 
known it would have to pay higher wages, it might not have continued operation, 

In connection with this contention, it would appear that the following consider- 
ations are of importance in arriving pt any determination of the claim. Closing 
the mine would have been costly as the company’s memorandum shows. Other 
gold mining companies were closed by the Government orders but claimant was 
exempted from this order because its work was helpful to the war effort, thus it 
seems this exemption was not an added burden but a special favor to the com- 
pany and was apparently so regarded by it. In addition, it appears that the 
Government operations relieved the company of the expense of disposing of the 
waste rock itself. The bill has been amended so as to pay for only the rock 
taken in the company’s mine hoppers and not for that taken at the tipple dumps. 
This change, it is assumed, was made because the claimant had lost title to the 
rock at the tipple dumps, but the lack of merit in the claim even as thus reduced, 
is apparent since the rock at the tipple dumps had already been hauled there by 
the company and that at the mine would have had to have been removed by it 
at its own expense if the Government had not removed it. 

In view of the foregoing considerations, the Department of Justice is unable to 
recommend enactment of the bill. 

The Director of the Bureau of the Budget has advised this Department that 
there would be no objection to the submission of this report, as the enactment of 
the proposed legislation would not be in accord with the program of the President, 

Yours sincerely, 
Pryton Forp, 
The Assistant lo the Attorney General. 


ALASKA JUNEAU GoLD MINING Co, STATEMENT IN Respect to H. R. 596 


H. R. 596 1s a measure to reimburse this company for costs incurred in perform- 
ing services for the Government and delivering materials to the Government, 
in the vicinity of Juneau, Alaska in 1942, 1943, and 1944, and principally during 
the period of the hostile Japanese occupation of a part of Alaska. 

The business of the company was the operation of a mine at Juneau, so large 
as to account at times for about 20 percent of the total industrial payroll in Alaska, 
and it owned considerable auxiliary facilities such as a power generating system, 
docks, warehouses, shops, foundry, and the like. 

In the course of its operation it produced large quantities of rock, some of 
which was milled for its gold content and some of which was rejected. The 
rejects were variously disposed of, some of it by sale and some of it by wasting, 
much as a sawmill disposes of trim and sawdust. 

Juneau is @ city on a shore set against a mountain and was originally built on 
piling and planks. In the course of time these have been replaced with rock 
taken from our mine and gradually the city has grown out on a permanent founda- 
tion. Some of the rock was given away to private parties, some sold to con- 
tractors, some furnished to the city for its streets and the like in lieu of taxes— 
& payment of taxes in rock—and the remainder was dumped into the sea by the 
company. 

When sold, the price of the rock was made enough to cover the cost of the special 
handling necessary to get it to trucks rather than to the company’s regular waste 
dumping operation. A War Department report states that the rock was always 
free to all comers, but this statement is in error. 

In 1942 the Japanese Army invaded Alaska and feverish activity on the part of 
the residents as well as the United States Army marked the life of the community. 

Army freely requisitioned goods and services, notably with little or no negotia- 
tion as to price or terms, the chartering of local vessels and subsequent litigation 
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being a case in point. Alaska Juneau mine rock was requisitioned on incomplete 
negotiations, and indeed the circumstances permitted none. 

Further demands were made by the military. For the construction of road- 
ways, they required the company to move some of its power facilities, at a cost of 
about $3,000 for which it was not reimbursed. For other construction they drew 
upon our warehouse for quantities of valuable and scarce supplies. These were 
taken at book costs, which could not compensate for losses to the company of a 
kind hardly measurable by bookkeeping, but which this action induced. Similar 
losses were suffered in providing the services of the machine shop and foundry. A 
charge of the measurable kind still remains upon the books, for certain foundry 
-astings made and delivered to Government in the heat of the emergency, payment 
being subsequently refused for lack of written orders. But these are not the large 
items of cost. 

The major cost was the total extra expense forced upon the company for doing 
all these things, contingent things as well as direct things, necessary to meet the 
wide combination of Government demands, the principal one of which was for 
the rock requisitioned. To actually measure this kind of expense is most difficult 
It may seem extreme to say that the total reached half a million dollars but it 
also seems true. Normally, the mine would have been shut down in the face 
of war economy. Instead, to enable the Government demands to be met, it 
was kept in loss operation, and to add exhaustion of ore supply to operating loss 
produces a figure of approximately $700,000. Had the Government gone into 
rock production its own expense certainly would have exceeded $1 million 

It would have saved the company’s money had the mine not run. But the 
Government demanded rock, and took more than 331,000 yards of rock already 
piled, and more than 321,000 yards of live rock brought daily out of the mine 
and crushed and delivered to truck bins. In addition, it demanded over the 
particular protest of the management that a part of the mill be set aside and 
readied to operate on Kenai, Alaska, chrome ore. The company complied and 
was reimbursed for out-of-pocket expense, but its normal operation suffered and 
the chrome ore was never delivered. Further, the Navy depended on the com- 
pany’s maintenance of its fuel oil storage facilities. The flow also of construction 
supplies to the Army from our stores, and the shop and similar services have 
been alluded to. ‘To keep continuously at Government’s call the larger portion 
of the company’s skilled labor force unbalanced the operation, which was a 
large-scale one of slim profit margin, dependent on continuous flow and peculiarly 
sensitive to any such aberration. 

Furthermore, in the maintenance of the operation as a whole in order to make 
available those of its parts necessary to the Government, the crew Wes ‘“‘frozen’”’ 
on the job which eventualivy brought the War Labor Board into the act with an 
order against the company for a retroactive incregse in wage scales amounting to 
$100,000. This final straw resulted in the total termination of the mining oper 
ation in April 1944. 

Some wartime sacrifice is the normal expectation of any industrial operation but 
the particular demands made upon this one were concurred with on the basis of 
costs which were wholly upset by each succeeding act of the Government, in the 
face of the implication and the occasional oral guaranty of the Government agents 
that such would not be the case. The resulting costs were extreme, unjust, and 
fully worthy of reimbursement. 

To resolve its claim the company settled on the fair cost, not value, of delivery 
of the rock, and so far as it is able to determine the amount which would reimburse 
it to its satisfaction would be $250,000; however, on the advice of sympathetic 
Members of Congress, this is now reduced to a claim for $80,000. 

For more detail, reference is made to pages 7~12 of the report to accompany 
H. R. 596 (Rept. No. 30, 82d Cong.), February 6, 1951. 

Respectfully submitted. 

P. R. Brapuey, Jr., 
Consulting Engineer, Alaska Juneau Gold Mining Co 


O 





